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Thanks Barry.

As Barry and Jim described, financial planning is the core of our business model. Critical to the success of the
business model and clients reaching their goals isimplementation of the plan through appropriate products.

| will discuss how we are enhancing our product line, broadening our asset gathering capabilities and improving
client segmentation and marketing in order to increase our assets and our profitability. | will also discuss how
we are evolving our client centric model.

Barry explained the power of our financial planning model. Financial planning leads to asset alocation, which
by definition requires adiversified product mix. AEFA has one of the most comprehensive product sets
amongst retail financial services companies.

One of our growth opportunitiesis to further extend our product mix per client through continued focus on
financia planning and increased focus on high value clients. | would like to highlight how we are doing this for
mutual funds, annuities, insurance and cash & brokerage.

Starting with mutual funds, thisis where we have the highest penetration, with 64% of clients owning a mutual
fund, and in fact, 61% owning a proprietary fund. We saw opportunities to strengthen our funds businessin
both our proprietary and non-proprietary funds.

First, it was important for us to broaden our American Express proprietary line-up to offer well performing
funds across al style classes. In some categories like Small Cap and Value, we were under represented.

This next dlide illustrates industry net flows in 2002 through November as well as the relative importance of our
proprietary fundsin each equity style class. Red represents industry outflows while green represents net
inflows. Therefore, our relative proprietary importance in large gap growth left us vulnerable as large cap
growth moved out of favor. Infact, over 70% of AXP equity funds werein style categories that experienced
negative outflows in 2002, whereas only 30% of our own funds were in categories showing growth.

While our net flow trends in large cap growth have actually been better than the industry, we still lost assets
because of such significant outflows in that style category.

To broaden our product line, we introduced 6 American Express Partners Funds in mid 2001 and added another
4in 2002. These funds are sub-advised by 17 different top-notch asset managers like Gabelli, Davis, Putnam,
and Wellington, several of whom are in the room today. This Partnersinitiative was essential to providing
clients with a broad menu of well performing American Express funds.

In fact, since inception, we have generated over $2 billion in net flows in Partners Funds. We know these funds
have helped us retain assets, as 80-90% of dollars which moved from existing assets have changed style class at
the point of exchange. These are assets that we likely would have lost as the market shifted away from large
cap growth.

The addition of Partners Funds as well as 4 new internally managed funds over the past 18 months have been
critical to preserving assets. We now have the breadth in proprietary equity funds to compete regardless of
market shiftsin style classes.



As aresult, American Express Partners funds helped stabilize our internal/external mutual fund sales mix in
2002. Perhaps of equal importance is that our Partner funds are almost as profitable as our internally managed
funds. In 2003, our focus will be to enhance our fixed income product line in response to market movement and
client needs for fixed products.

Now turning to our non-proprietary business, we have had a profit challenge. As Jim mentioned, we opened
our distribution network several years ago. We now distribute over 200 fund families providing access to over
3000 funds.

Over this period, we saw our proprietary share erode although it is still above the industry average. Thiswas
due to our not having a complete product line, as well as some performance issues. You’'ve heard how we are
enhancing our line-up and Ted will discuss what we are doing to improve investment performance. Today’s
challengeis how to increase profit on external funds recognizing their importance in our network and to our
clients.

In 2003 we are introducing a Select Group Program. This program is consistent with our continued
commitment to provide a competitive proprietary, and non-proprietary fund set along with enhanced
wholesaling, client and advisor education.

In addition to 3 of our bank alliance partners, we have reached an agreement with 8 world-class asset
management firms to proactively market their products across our distribution network in exchange for
increased revenue sharing. Combined, these firms offer over 700 funds and currently represent about 50% of
our external fund sales.

While the Select program will continue to provide advisors and clients with a wide range of suitable funds, it
will also increase our profitability on external funds.

Asyou can see from this chart, even though we make more money per asset on proprietary funds, return on
capital is actually higher on Select Funds because we do not have the cost of capital associated with our own
asset management. Note, however, that the introduction of the Select Group program will intensify competitive
pressure on our own products.

When you think of AEFA, you may not think of us asamajor firmin annuities and insurance. These are, in
fact, very important businesses to us with respect to both our clients and our financials. The financial planning
model supports the use of these products to protect and grow clients' long-term assets. Clients with financial
plans purchase more insurance and annuities. Equally important, insurance and annuities are strong
contributors to AEFA earnings.

We enjoyed arecord sales year in annuities in 2002 of over $8.5 billion with sales up +51% across al channels.
This positioned us as 11" amongst the top annuity writers. One of our products, Retirement Advisor Variable
Annuity, isthe 4™ most popular selling variable annuity contract in the country.  Despite the market softnessin
2002, sales were up 44% in our retail advisor channel and up over 100% in our third party distribution channel
to major banks.

Annuities have tremendous upside potential since only 75% of our advisors sell variable annuities and only 52%
sell fixed annuities. To leverage our advisor platform, we are making amajor investment in 2003 to increase
annuity wholesaling.

At the same, we are aware of the proposed tax law changes, and we will participate in the industry dialogue on
the impact for annuities.



Insurance, despite its importance to financial planning, is still underdeveloped in our distribution. Current client
penetration at Financial Advisorsisonly 25%. Even at thislevel we still rank 20" overall amongst the top 25
insurance firms based on annual premiums. Our star product, Variable Life, ranks 4™ in sales. While our
primary product lineislife insurance, we also market disability, long-term care in affiliation with GE, and
Property & Casualty. Most important, we have developed a plan to significantly grow our insurance business
over the next 5 years.

Our growth plan includes the launch of three new life productsin 2003. These new products were designed in
response to consumer concerns about market volatility and longer life spans. They offer several enhancements,
including longer death benefit guarantees up to age 100, tax-free pass through to beneficiaries, and optional
term insurance riders.

These newest products also have upmarket versions with one-million dollar plus policies, which we call “Estate
Series’. Our 2003 insurance growth plan calls for major investment in our wholesaling and client/advisor
education to drive sales.

While clearly al our products help us gather more assets, a newer area of product development for usisin cash
& brokerage. Thiswill allow us to accelerate gathering more assets along with deepening our share of wallet.
In the past, we didn’t emphasize gathering clients’ more liquid assets and day-to-day lending needs. AsJim
mentioned, we changed that |ast year, with the introduction of the American Express ONE® Financial account.

The ONE Account links to American Express charge cards plus offers banking features like ATM rebates, free
online bill payment, free check writing, overdraft protection and direct deposit. In addition, we are adding
numerous lending offers such as mortgages, home equity and margin lending.

In 2002 we promoted mortgages in our ONE marketing materials to advisors and to our card members. We
generated about $2 billion in mortgage registrations, of which we closed $1.4 billion in loans. Most recently,
we added a Membership Rewards® offer that helped boost average mortgage size by +19% and helped
strengthen closing rates by +37%.

I’ ve just described the ways we are enhancing our product lines. Now I'd like to transition to how we are
bringing together our products, our marketing and the power of the brand to evolve our client centric model.

Understanding and meeting client needs is core to our business model. There are several wayswe are
improving how we do this — through more detailed client segmentation and tailored client offers marketed
through an overall brand idea.

We started by segmenting our target new clients and existing clientsinto clear definitions by asset value, age,
other key demographics, and behavior patterns. Thiswork then became the catalyst to develop tailored client
offers, similar to our Card business.

The marketing intent is to structure our approach so as to recognize and incent client value by segment. It'sall
about getting the right product to the right client at the right time. Though client suitability has always been a
foundation of our product development and marketing, thisis a more fundamental change in how we look at
clients, how we develop products for them, and how we market to them.

We started by creating American Express Platinum Financial Services® last year for the top tier of our clients
who have over $500,000 with us, which Jim mentioned.



The Platinum tier is only offered by Platinum advisors who are required to have advanced financial planning
qualification like a CFP and take a special training program as well —about 750 of our advisors have qualified
for Platinum.

Platinum clients receive a premium service agreement covering financial planning, ongoing advice and service,
a ONE account, a complimentary American Express Platinum card and access to premium products.

Our resultsto date indicate this offer does appeal to upmarket clients. Platinum portfolios for new clients
average $970,000 and existing clients are adding over $150,000 in incremental money.

The next tier we are developing for 2003 implementation is Gold Financial Servicesfor clients with over
$100,000. Thisisthe way we will move our average assets per client up. These High Value Clients already
represent 73% of our asset base.

By better recognizing their high value, we will cultivate this group to give them a more premium level of
products and service. The Gold offer will be predicated on a higher level of personalized advice in conjunction
with special products such as “Estate Series’ insurance policies with accelerated underwriting, Gold AMEX
cards, and a cash management account. Thisisasimilar approach to what | described for Platinum.

We are very excited about this opportunity because it is where our AEFA focus on premium value for premium
clients can make the biggest difference to our generating superior economics going forward.

I’ ve described how client segmentation will help us develop tailored client offers. What will surround all our
effortsiswhat we call aBRAND IDEA. Thiswill become the center-post of all our marketing activities.

We will launch an impactful statement of our brand idea with new advertising breaking later this quarter, which
will differentiate usin our industry. This new campaign isintended to both attract more clients and to deepen
existing client relationships.

In 2003, we will adopt this Brand |dea across our advertising, our newsletters, our promotion campaigns and
much of our client and advisor collateral. Our media spending will be modest this year given the environmental
challenges we all face in 2003.

In 2003 AEFA will fully leverage the power of the American Express brand from client segmentation to
tailored client offers to brand positioning to marketing & sales integration.

Today, I’ ve given you an overview of the various initiatives we' ve implemented, and that we will build upon, to
strengthen our business model through products and client marketing.

Next, I'd like to introduce Ted Truscott, our Chief Investment Officer, who will tell you about the terrific
progress his group is making in improving the performance of American Express Funds.

Thank you.



INFORMATION RELATING TO FORWARD LOOKING STATEMENTS

This presentation includes forward-looking statements, which are subject to risks and uncertainties. The
words "believe,” "expect,” "anticipate,” "optimistic,” "intend,” "plan,” "aim," "will," "should," "could,"
"likely," and similar expressions are intended to identify forward-looking statements. Readers are cautioned
not to place undue reliance on these forward-looking statements, which speak only as of the date on which
they are made. The company undertakes no obligation to update or revise any forward-looking statements.
Factors that could cause actual results to differ materially from these forward-looking statements include,
but are not limited to: the company's ability to successfully implement a business model that allows for
significant earnings growth based on revenue growth that is lower than historical levels, including the
ability to improve its operating expense to revenue ratio both in the short-term and over time, which will
depend in part on the effectiveness of re-engineering and other cost control initiatives, as well as factors
impacting the company's revenues; the company's ability to grow its business and meet or exceed its return
on equity target by reinvesting approximately 35% of annually-generated capital, and returning
approximately 65% of such capital to shareholders, over time, which will depend on the company's ability
to manage its capital needs and the effect of business mix, acquisitions and rating agency requirements; the
ability to increase investment spending, which will depend in part on the equity markets and other factors
affecting revenues, and the ability to capitalize on such investments to improve business metrics;
fluctuation in the equity markets, which can affect the amount and types of investment products sold by
AEFA, the market value of its managed assets, management and distribution fees received based on those
assets and the amount of amortization of DAC; potential deterioration in AEFA's high-yield and other
investments, which could result in further losses in AEFA's investment portfolio; the ability of AEFA to
sell certain high-yield investments at expected values and within anticipated timeframes and to maintain its
high-yield portfolio at certain levels in the future; developments relating to AEFA's platform structure for
financial advisors, including the ability to increase advisor productivity, increase the growth of productive
new advisors and create efficiencies in the infrastructure; AEFA's ability to roll out new and attractive
products in a timely manner and effectively manage the economics in selling a growing volume of non-
proprietary products; investment performance in AEFA's businesses; the success, timeliness and financial
impact, including costs, cost savings and other benefits, of re-engineering initiatives being implemented or
considered by the company, including cost management, structural and strategic measures such as vendor,
process, facilities and operations consolidation, outsourcing (including, among others, technologies
operations), relocating certain functions to lower cost overseas locations, moving internal and external
functions to the Internet to save costs, the scale-back of corporate lending in certain regions, and planned
staff reductions relating to certain of such re-engineering actions; the ability to control and manage
operating, infrastructure, advertising and promotion and other expenses as business expands or changes,
including balancing the need for longer-term investment spending; the impact on the company's businesses
and uncertainty created by the September 11th terrorist attacks, and the potential negative effect on the
company's businesses and infrastructure, including information technology systems, of any such attacks or
disaster in the future; the impact on the company's businesses resulting from a war with Iraq; the company's
ability to recover under its insurance policies for losses resulting from the September 11th terrorist attacks;
consumer and business spending on the company's travel related services products, particularly credit and
charge cards and growth in card lending balances, which depend in part on the ability to issue new and
enhanced card products and increase revenues from such products, attract new Cardholders, capture a
greater share of existing Cardholders' spending, sustain premium discount rates, increase merchant
coverage, retain Cardmembers after low introductory lending rates have expired, and expand the global
network services business; the ability to execute the company's global corporate services strategy, including
greater penetration of middle market companies, increasing capture of non-T&E spending through greater
use of the company's purchasing card and other means, and further globalizing business capabilities; the
ability to manage and expand Cardmember benefits, including Membership Rewards(R), in a cost effective
manner; the triggering of obligations to make payments to certain co-brand partners, merchants, vendors
and customers under contractual arrangements with such parties under certain circumstances; successfully
expanding the company's on-line and off-line distribution channels and cross-selling financial, travel, card
and other products and services to its customer base, both in the U.S. and abroad; effectively leveraging the
company's assets, such as its brand, customers and international presence, in the Internet environment;
investing in and competing at the leading edge of technology across all businesses; a downturn in the
company's businesses and/or negative changes in the company's and its subsidiaries' credit ratings, which
could result in contingent payments under contracts, decreased liquidity and higher borrowing costs;



increasing competition in all of the company's major businesses; fluctuations in interest rates, which impact
the company's borrowing costs, return on lending products and spreads in the investment and insurance
businesses; credit trends and the rate of bankruptcies, which can affect spending on card products, debt
payments by individual and corporate customers and businesses that accept the company's card products
and returns on the company's investment portfolios; foreign currency exchange rates; political or economic
instability in certain regions or countries, which could affect lending activities, among other businesses;
legal and regulatory developments, such as in the areas of consumer privacy and data protection;
acquisitions; the adoption of recently issued accounting rules related to the consolidation of special purpose
entities, including those involving collateralized debt obligations, structured loan trusts, mutual funds,
hedge funds and limited partnerships that the company manages and/or invests in, which could affect both
the company's balance sheet and results of operations; and outcomes in litigation. A further description of
these and other risks and uncertainties can be found in the company's Annual Report on Form 10-K for the
year ended December 31, 2001, and its other reports filed with the SEC.



